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Key takeaways from NDR

Guidance for payout ratio

According to management during the 2014 results analyst meeting, the
company will maintain a dividend payout ratio of 40% and the 2015 payout will
not be less than 2014's HKDO0.591/share. Management further clarifies that
such guidance will be applied in the next few years and the target is the
absolute dividend amount will not be less than prior year's, with a general
payout guidance of 40%, whichever is higher.

Performance of new TST store better than expected.

Based on union card data, the new TST store recorded more than 50% of total
sales from tourist spending vs 40%+ for its CWB store. Management expects
sales ramp-up at its new TST store to be faster than the old TST store due to
the former’s better location and hopes to capture most of the sales generated
by the old store in a year. The commission rate at the new TST store is higher
at 25.6% vs 23.7% at the CWB and old TST stores. This is mainly due to the
difference in product mix with higher sales from cosmetics. The company will
add an additional 10,000sf to the new TST store before May and more catering
business will be introduced to the store.

China, its key stores performing better than peers

Although most Chinese department stores reported a decline in sssg in 2014,
Lifestyle's stores in Shanghai and Suzhou continued to report positive sssg.
We believe the same continues in 2015 ytd. In view of the excess capacity in
department stores and shopping malls, and operators makings changes to
their format to more lifestyle focus, we believe creating shopping experience
will require soft skills (knowhow and experience). In our view, Lifestyle would
be able to differentiate itself from others in this aspect.
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‘Stock data

Market cap (HKDm) 22,801
Market cap (USDm) 2,939
Shares outstanding (m) 1,694.0

Thomas Lau &
CTF (72.29%)

Major shareholders

Free float (%) 28
Avg daily value traded 1.713
(USDm)

Source: Deutsche Bank

‘ Key data

FYE 12/31 2014A 2015E 2016E
Sales (HKDm) 5,970 6,254 6,601
Net Profit 2,144.0 21708 23743
(HKDm)

DB EPS (HKD) 1.31 1.32 1.44
PER (x) 11.3 10.2 9.4
Yield (net) (%) 4.0 4.4 49

Source: Deutsche Bank
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